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Mr. Purker T. Hart be 
Director Near Eastern Affeirs ws 
United States State Department ™ 
Washington, D. C. 


"Neer Mr. Harts 
Mr. Fryer, Mr. Morse end Mr. Claytcr join me in express- 


which you gave us on April 78, 1955. You were most considerate to 
erraenge to have us meet and have the benefit of the observetions of 
your three associates as well es yourself. The picture of « business 
philosophy which you drew is an essentisl which mu.t be understood by 
anyone contemplating © venture in Saudi Arabia and we ere very great- 
ful for the lucid way in which you brought this to our attention. We 
found your observations on Sanctity of contracts and stability of the 
government to be most pertinent and helpful. 


S/61t vee. 


I hope we may keep you informed of our progress ond per- 
heps teke the liberty of asking for the benefit of your observations 


in the future. 


M/SO .ggz2 


Again thank you for your generosity. 4 


Sincerely yours, 


re 
eid 
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SUBJECT Survey of Businesses in Dammam and al-Khobar UNE 


| As part of its continuing effort to encourage the development of a stable Sabai 

| Arab business community in its zone of operations and to reduce its own dependence: | 
upon outside sources of supply, the Arabian American Oj1 Company has begun an intem-- 
sive survey of individual business firms in the Arab communities of Dammam and al-¢ | 
Khobar, both of which are located near the company's headquarters in Dhahran. = 
Possibly the survey will later be extended to include Qatif, Hofuf and other leading 
towns in the Eastern Province. The project was planned and is being carried out by 
the company's Economics Division, whose staff has completed the survey of Dammam and 
expects to finish its work in al-Khobar within two or three weeks. 


Dammam, with a population of about 10,000, is located some fifteen miles from 
Dhahran. Although it is the capital of the Eastern Province and the seaboard termi- 
nus of the Saudi Government Railroad, Dammam has heretofore been considered relatively 
less developed than al-Khobar, a smaller community whose prosperity stems from its 
nearness to Aramco headquarters in Dhahran, five miles distant. A preliminary com- 
putation based on the completed census of Dammam shows, however, that the town con- 
tains no less than 561 separate business firms. The common assumption that al-Khobar‘p 
development has surpassed that of Dammam may be upset when the al-Khobar survey is wo 
completed, since it now appears unlikely that al-Khobar will prove to contain the 
number and diversity of firms discovered in Dammam. Aramco's business survey is the 
first serious effort from any quarter to obtain detailed statistics regarding Arab 
economic activity in the two communities under study. Guided by enlarged aerial 
photographs of the towns, the surveyors are combing each community block by block 
and house by house. In the absence of accurate maps, this procedure is the best 
available means of insuring that no portion of the towns will be overlooked. 


L4SO0£-1/61 *vg9Es 


In approaching Arab businessmen, members of the survey team ask them identical 
questions and record the answers on standardized cards providing a record of the 


following information: 


te) CaLIATT 


Location of the firm Amount, kind and source of raw materials 
Number of years in that location used 
Business name Number and nationality of employees 
Business address Amount, kind and capacity of equipment 
Telephone number Amount, kind and capacity of engines 
Functions, products and/or and generators © as 

services offered Agencies held 

4 
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In addition the survey card provides for rating the firm's "relative modernity" 
on a numerical scale graduated from one (relatively backward) to five (unusually 
advanced). 





When the raw information from these cards has been systematized in 1BM 
data processing machines, it will serve the three fundamental purposes for which 
the survey was undertaken: (1) to identify local sources of materials and 
services useful in Aramco's operations but heretofore imported from abroad; 

(2) similarly, to revéal local sources of retail goods now imported by Aramco 
for sale in its employee canteens; and (3) to assist the company's Arab Indus- 
trial Development Department in fostering a variety of projects intended to 
stimulate local industrial activity. The information should. also be of great 
assistanee to the Consulate General and the Embassy in compiling future trade 
lists and preparing marketing studies. The Economics Division has indicated 
willingness to provide us with commercial information derived from the survey 
but with the understanding that the material will not be used in such a way as 
to reveal or imply its origin. This.condition arises from Aramco's desire to 
maintain its standing with the local Saudi authorities, without whose permission 


the survey could not have been undertaken. 
Mth... hnehha& en aes 


John Willard d Carri gan 
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ARALCO P..OPOSAL ‘'O ESTABLISH AL INDUSTRIAL POUMDAYION Ii! SAUDI ARAbIA, * 
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On February 8, 1959, Aramco presented a proposal to the Saudi Arabian 
Government for establishment and financing by the commany of a private 
non-profit foundation, separate from Aramco, to encourage the development 
of selected modern industries and commercial companies in Saudi Arabia. 
The proposal was submitted through the Directorate General of Petroleum 
and Mineral Affairs. (Copics of the transmittal letter, draft charter and 


statement of methods of operation of the Foundation are attached as Enclosure o 
0) 


I.) According to Aramco officials, Shaikh Abdullah Tariki, Director General 
of Petroleum and Mineral Affairs, gave the Foundation proposal a favorable 
endorsement and transmitted the documentation to the Council of Ministers, 
which in turn requested recommendations on the proposal from the recently 
established Saudi Government Economic Development Committee (see referenced 


despatch). In late May, 1959, the Economic Vevelopment Comaittee recommended 


to Prince l'aisal that Aramco contribute to the development of the Kingdom 
but that the company should not have independent responsibility for 
sponsoring new companies. The Economic Development Committee contended in 
its recommendation to Prince Faisal that the company should, rather, supply 
money and experts to the Government which would have overall authority in 
. economic development activities. Aramco's contributions of money and 
technical information would supplement funds and technical data from other 
sources, including the Saudi Government Ministries and the Arab League Arab 
Development Bank. The new Chairman of the Development Committee, Shaikh 
Ahmad JamJum, and the Acting Governor of the Saudi Arabian Monetary Agency, 
Anwer Ali, evidentally strongly stated in the Committee report that it was 
improper for Aramco to supervise economic development projects, these 
matters being the responsibility of the central government. 


Mr. A. C. Hill, Aramco Executive Secretary, Executive Management 
Council, and the company official responsible for Founda tign planning, 
discussed the Foundation proposal at). with Shaikh Ahmad JamJum in 
Riyadh on May 25, 1959 (a copy of Mr... BE report on this meeting is 
attached as Enclosure II). Mr. Hill attempted to clarify the company 





proposal as one which would be an adjunct to any Government program which 
might be developed. - ar a Ba \ 7 hw 
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Aramco has heard nothing further from the Government on its toundation 


proposal but has been informed by Shaikh Ahmad JamJum that Prince ‘‘aisal 

is studying the Aramco proposal along with the recommendations of the Economic 
Development Committee and the company will probably be notified in writing 

of *>e Government's views on the proposal shortly after the pilgrimage. 


COMMENT: Aramco will be reluctant to accept any Government counter- 
,roposal which will relefate the company's role in industrial development 
to that of a contributor of money and technical information, as there is a 
strong feeling in the company that once direction of the program passes 
from company hands the funds will be wasted. The Aramco Jidda representative 
has confided to the reporting officer that fiven the desire of the Saudi 
bureaucracy to control Aramco's suggested program the lfoundation proposal 
may well be shelved by the company. 


The Aramco Foundation proposal to assist in encouraging, private 
industry as an accessory to Government development plannin,; does not appear 
to be incompatible or in conflict with Saudi Government development objectives 
and could indeed compliment Government road, agriculture, administration 
and health development programs. It is hoped that Prince Faisal will permit 
Aramco to proceed independently with its propos.] or encouraging and 


financing a few industries, subject perhaps to ‘iovernment approval in 
principal of specific Aramco-supported projec! . The development needs otf 
Saudi Arabia are vast and it would be unfortunate if Aramco's offer of 


assistance were to floundcr because Saudi officials fear their powers are 
being ursurped. 


f b . Z j Y 


Enclosures: oz 


I - Transmittal letter, draft charter and 
statement of methods of operation. 


II - Memorandum for file dated May 30, 1959. 
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8 February 1959 


A FOUNDATION FOR 
ERCOURAGING INDUSTRY IN SAUDI ARABIA 


Sayyid 'Abd Allah al-Hamud al-Tariki 

Director General of Petroleum and Mineral Affairs 
Ministry of Finance and National Economy 

Jiddah, Saudi Arabia. 


Dear Sir: 


This letter is to confirm the statements we made to you in our conversa- 
tion on 2 February 1959 regarding Aramco's proposal to establish a Foundation 
for Encouraging Industry in Saudi Arabia and to reauest your assistance in 
securing formal approval of the proposal. 


We have devoted much thought to now Aramco could encourage the further 
development of Saudi Arabia's economy because we are confident that en- 
couraging the progress toward a more sound general economy would benefit 
not only the country at large but also the Company and its operations. We 
feel that we could be of real help to Saudi Arabia if we could assist in the 
establishment or empansion of a few modern industrial, commercial, agricultural, 
or technical enterprises not as yet fully explored which are not necessarily 
related to Aramco's operations. We understand that in your opinion the 
Government would welcome such assistance. 


Consequently, we desire to establish under Saudi Arabian law, and 
separate from Aramco, a Foundation, the sole purpose of which would be to 
encourage modern industries as indicated above. A Board of Directors which 
would include Saudi Arabs would direct the Foundation. Aramco would provide 
mohey through share acquisition of or loans to the Foundation so that the 
the Foundation could, in turn, supply some of the capital needed for new or 
expanded industries. The income tax payable by Aramco to the Government 
would in no event be reduced by reason of any loss by Aramco of any part of 
its investment in such share acquisitions or loans. 


This Foundation would be set up in such a way that Aramco would not 
make any financial gain from the Foundation's success. Aramco would look 
forward only to the eventual recovery of the amounts which it furnished to 
the Foundation. Any profits which might hopefully be earned by the 
Foundation would be used for the purpose of encouraging additional industries. 
This Foundation would operate as described in the attachment. 


If this proposal is acceptable, we respectfully request your assistance 
in securing the promulgation by Decree of the Charter for the Foundation, 
which is attached hereto. 


With kind regards, 33 as 
incerely yours, 


/s/ CLARK CYPHER 
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Method of Operation 


1 - This Foundation would endeavor to locate industrial opportunities 
which would help create, expand, and modernize industry in Saudi 
Arabia and which the Foundation would consider likely to be successful 
and hence profitable. ° 


2 —- It would be willing to provide part of the money by loan or share 
acquisition to help develop a chosen enterprise. 


3 - It would endeavor to interest others to invest money in such enterprise 
to provide the rest of the needed capital. 


) = A fundamental arrangement would be that a professional management would 
be hired under contract and for a fee to create the industrial enterprise, 
to engineer it, to oversee the construction of its plant, and to set 
up the management methods so necessary to modern industrial establish- 
ments, such as accounting, market analysis, plans for future growth, 
constant improvement in its methods and products, and the like. This 
préfessional management would run the business until it had proved 
successful and until others were adequately prepared to take over the 
managemente 


5 - One of the principal duties of the professional management would be the 
training of Saudi Arabs to take over the business when it is able to 
stand on its own feet. 


6 - Once the enterprise has demonstrated that it is a going concern and 
has been successful for a period of time, the interest which was owned 
by the Foundation would be offered for sale to Saudi investors or 
public at a fair value. This would divorce the enterprise from the 
Foundation and, in turn, provide the Foundation with funds for assisting 
another enterprise. 


It is emphasized that the basic purpose of the Foundation is to find 
and start new industry or expand existing industry, assist until it is going 
successfully and is in good hands, and then to withdraw the participation of 
the Foundation, which would use the money to assist in launching another 
enterprise. 


It will be noted from the above that a fundamental arrangement is the 
contract to assure professional management to the new business during 


its creation and development and early profitable operation. Insistence 
on this arises from experience that professional management is essential to 


SUCCESSe 
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FOUNDATION FOR ENCOURAGING INDUSTRY iN SAUDI ARABIA 


Whereas the Arabian American Oil Company ("Aramco") has proposed that a 
Foundation be created under Saudi Arab law for the purpose of helping to encourare 
the development of selected modern industries and commercial enterprises in 
Saudi Arabia, and that such Foundation be created as an entity separate and 
distinct from Aramco and others interested in advancing this purpose who acquire 
shares of or make loans to such Foundation. 


Whereas Aramco states that it does not desire any financial gain on any 
shares it acquires in the Foundation or any loans it makes to the Foundation, 
and that it looks forward only to the eventual recovery of the amount it pays for 
such shares and the amount of such loans, and that the income tax payable by 
Aramco to the Saudi Arab Government will in no event be reduced by reason of any 
loss by Aramco of any part of its investment in such share acquisition or loans. 


ARTICLE 1 


There is hereby created a foundation named FOUNDATION FOR ENCOURAGING 
INDUSTRY IN SAUDI ARABIA ("Foundation") which shall be a limited liability 
foundation solely responsible for its own acts and obligations. 


ARTICLE II 


The purpose of the Foundation is to promote modern industries and commercial 
enterprises in Saudi Arabia and to do all lawful things in connection therewith. 
The Foundation has all powers necessary or convenient to effect such purposes. 


ARTICLE III 


The Foundation has authority to issue from time to time shares in exchange 
for One Thousand Saudi Riyals per share. No dividends shall be declared or paid. 
Each shareholder shall have one vote per share. The Assembly of Shareholders 
shall elect annually, and may recall at any time, the members of the Board of 
Directors, which consists of seven memberse The Board of Directors directs the 
purposes and exercises the powers of the Foundation. Aramco shall appoint a 
Manager of the Foundation's affairs who shall serve until the election of the 
first Board of Directors, and who shall issue shares and thereafter call the 
first Assembly of Shareholders. The first Assembly of Shareholders shall act by 
majority vote. Shares can be redeemed from time to time from net assets for an 
amount per share equal to the issue price thereof. On dissolution, any net assets 
remaining after redemption of shares will be donated for philanthropic purposes 
in Saudi-Arabia or be given to another organization with purposes similar to 
those of the Foundation, as determined by the members of the last Board of Directors. 
The Board of Directors shall adopt and may from time to time amend a Code of 
By-Laws for the regulation and management of the affairs of the Foundation, 
provided that such by-laws are consistent with this Charter. The Board of 
Directors acts by majority ‘vote of those present at the meeting of the Board and 
four members of the Board are a quorum. 
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MEBTING WITH SHAIKH AHMAD JAMJUM 
CONCERNING 
A FOUNDATION FOR ENCOURAGING INDUSTRY 
IN SAUDI ARABIA 


MEMORANDUM FOR FILE RIYADH - 2) MAY 1959 
Setting 


Shaikh Ahmad Jamjum, perhaps 35 years of age, member of a prominent 
Hijazi family, principal promoter of the Jiddah cement plant, former head of 
the Department of Zakah and Income Tax, and generally regarded as a dedicated 
public servant, had previously been made Minister of State without portfolio 
and member of the Council of Ministers. He had once advised Messrs. A. C. C. 
Hill and H. L. Nash that he might eventually be given either the portfolio 
of Minister of Commerce or of Minister of Finance. This has not yet occurred, 
but on 3 May 1959 the Council of Ministers appointed him Chairman of the 
Economic Development Committee and asked him to nominate Saudi representatives 
from each of the concerned ministries to become members of the EDC. This was 
to be in addition to the existing committee, which consisted entirely of 
non-Saudi experts, except for one Palestinian who had Saudi citizenship, 
and which had been under the chairmanship of Anwer Ali, head of the Saudi 
Arabian Menetary Agency and a Pakistani. 


The main purpose of this meeting was to update Shaikh Ahmad about the 
Foundation and get his endorsement of and help in having the charter issued. 
A second purpose was to learn as much as possible of the Government's 
philosophies and plans for economic development in order to figure out if or 
how Aramco might be able to contribute to such plans or might be affected by 
them. 


The meeting was at Shaikh Ahmad's home in response to a dinner invitation 
to Mr. H. C. Mueller, Riyadh Representative, and Mr. Hill. Several others 
joined us after dinner: HE Shaikh 'Abd Allah al-Dabbagh, Director General 
of Agricultural Affairs and also the representative of Agriculture nominated 
to serve on the EDC; Sayyid Zayn ad-Diyn, Secretary of the Mixed (Finance -& 
Law) Committee of the Council of Ministers; and Ustadh 'Abd Allah al-Mani'i, 
an official of the Ministry of Education. The meeting lasted from 9:30 p.m 
to 1:15 a.m. Dhahran time and was lively all the way. 


Foundation 


Shaikh Ahmad led directly into the Foundation and inquired where the 
matter had been left with the EDC on 3 May. We advised him of Anwar Ali's 
proposal of (a) a "double Bustani plan", (b) his request that we study a 
larger and broader Aramco participation and joint action with the Government, 
(c) specific requests for broad planning by Aramco for the whole Kingdon, 
and (d) relatively minor requests for certain technical information. 
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Mr. Hill then brushed aside the 10%-of-net-profits proposal by referring 
to Tariki's response to the Bustani plan at the Petroleum Congress. This was 
not referred to again. 


Shaikh Ahmad then took over with an expression of his views on the 
joint-participation-with-the-Government idea. He said that he had been 
thinking the matter over and had had a talk with Anwar Ali and that he agreed 

with the Committee on this point. He said that the Government had 
contributed 30 million riyals.to the Arab League Foundation. (Shaikh Ahmad 
was referring to the Arab Development Bank, which is described in detail in 
Mr. R. A. Kerin's letter to Mr. G. Owen of 22 January 1959 entitled "Arab 
Development Bank," whose capital is LE 20 million, 14.5% of which has been 
subscribed to by Saudi Arabia. ) . 


Shaikh Ahmad said that he wanted Saudi Arabia to get full benefit from 
the resources of this Foundation, and he felt that it would be better to 
channel Saudi Arabian requests for such assistance through one agency in 
the Government. He thought that, in addition, the Saudi Government should 
put up money for development, and this should be similarly channeled through 
the same Government agency as handled the Arab League Foundation. It was 
easy to catch on that Shaikh Ahmad's next point was that Aramco Foundation 
funds should be similarly channeled. Thus, a single Government agency would 
administer the three money pools. 


Shaikh Ahmad, echoing Anwar Ali and the old EDC, said that the Govern- 
ment deeply appreciate Aramco's offer and Aramco's interest in economic 
development and that this offer should be accepted by the Government, but 
there should be a change to the extent that Aramco and the Government should 
work in "participation", that is, projects would be determined jointly with 
the Government and perhaps jointly carried out with the Govermment. He 
could also envisage that Aramco would provide experts. 


Mr. Hill then responded that he had indeed talked to the people in 
Aramco about this suggestion and that they had been unable to warm up to 
the general idea of joint participation. He described the fundamental policy 
of the Company in not interfering with Government matters, including influencing 
the Goverment in connection with its decisions as to national planning or 
as to Government approval of one individual enterprise over another. He 
also dwelt on the problems which he thought would inevitably emerge if two 
different sets of people were jointly trying to spend each other's money and 
keeping this sorted out, especially if there were not unanimity as to the 
feasibility or desirability of specific projects, as might well be the case 
with, for example, refineries or large petrochemical ventures or the use of 
Aramco money on “social capital". 


Mr. Hill then backed away and came up with 4 fresh description of the 
approach which Aramco had proposed. This was that Aramco had had the idea of 
making a modest but practical contribution by undertaking to get a very few 
useful industries into being. Aramco never intended to play a direct, 
major role in the broad development of the Kingdom. Mr. Hill said that he 
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had tried to make himself aware, although he was not an expert, of efforts 
of governments to lift their economies through national planning. He had 
felt, and his associates in Aramco concurred, that Aramco was not qualified 
to make recommendations on such major considerations as the balance between, 
and timing of, communications (by which he understood was meant the railroad 
and highway network of the country), efforts to acquire self-sufficiency in 
agriculture, the national education and health systems, etc. 


On the contrary, Aramco had merely felt that as businessmen and 
engineers it could make a real try at setting up a few small industries of 
a kind that were probably not in existence in this country. Its hope was that 
if the Foundation showed its own faith in the country by putting its money 
in such undertakings, and if they were successful, others might follow suit. 
In this indirect way, the total economy might be favorably affected. In any 
event, our proposal was an adjunct to what the Government might eventually 
do and what we proposed could be expected to be consistent with any plan the 
Government might come up with. 


It was evident that Shaikh Ahmad was struck by this point of view, 
which was presented in different words and with different emphases on several 
occasions during the evening, particularly as other people joined our group. 


Type Industries 


Shaikh Ahmad then launched the question as to what industries we had in 
mind and particularly emphasized that our statement that we would subscribe 
one million riyals as founder's capital, was grossly inadequate. 


Mr. Mueller, in a previous meeting with Shaikh Ahmad, had presented Mr. 
Hill's point of view on this question, which was that it was premature to 
suggest specific industries which the Foundation might have in mind to 
encourage. Mr. Hill reminded Shaikh Ahmad of this point and then went on to 
develop that, of course, there was a long list of specific industries which 
had been proposed from time to time, some of which had already had semi- 
detailed surveys made by associated Consulting Engineers (ACE), Aramco, private 
Saudi businessmen, and others. He said that, for illustration only, he would 
name a few; and he described briefly such industries as detergents, oil 
seed, refined salt, chlorine, and hides and skins. 


Mr. Hill referred to the million riyals and explained its purpose as 
merely a dignified sum to cause the Foundation to come into being. We said 
we had in mind industries which might, for illustration, require an investment 
of from $500,000 to a couple of million dollars, that we were not talking 
about cottage industries on the one hand nor about big business, such as oil 
refineries and huge fertilizer installations, on the other. We were thinking 
of what, generally throughout the world, would be regarded as substantial 
enterprises but of a size that we thought would be embraceable by Saudi 
businessmen and which would be in general pace with the rate of management 
development ability in the country. 
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Agriculture 


At just about this time, the Director General of Agricultural Affairs 
arrived. As indicated above, he will be a member of the new EDC. This 
served as a fortuitous occasion for Mr. Hill to highlight Aramco's offer and 
to expand the list of possible industries into food. We mentioned chicken 
farms, canning, and freezing and emphasized the very large importation of 
foodstuffs into Saudi Arabia and the excessive ¢osts of distribution, with 
the possibility of an improved marketing industry, all of which, of course, 
immediately led to dates. 


At this point the conversation shifted for at least an hour to the 
highlights of agriculture. A point of considerable interest to Messrs. 
Mueller and Hill was that Shaikh 'Abd Allah opened up by referring to Shaikh 
Abdullah Tariki's interview with al-Bilad on 12 May 1959. Tariki, having 
been asked about the possibility of finding something in addition to oil to 
supply national income, volunteered that Saudi Arabia "is not an agricultural 
country" and that it would not be possible to “achieve self-sufficiency in 
agriculture". It shortly appeared that it would have been far better for 
Tariki to have stuck to the oil business. He was treading painfully on the 
toes of the Department of Agriculture when he volunteered statements of this 
typé. Tariki has a reputation for acquiring facts and figures to prove 
points and he might best apply this technique to himself if he talks about 
agriculture because his facts are wrong. 


It would, on the contrary, be relatively easy for Saudi Arabia to 
become agriculturally self-sufficient. All that is needed is communications 
(roads, etc.) and a proper use of the water which is available. Studies 
made in the ‘Asir of just one wadi, the Wadi Baish, indicated a flow of 
10 million cubic meters of water in 31 hours. By terracing, the 'Asir 
could provide food for the Kingdom. The road to Jizan was the single most 
important project. Asked about population, Shaikh 'Abd Allah replied that 
the 'Asir had two to three million, that the villages were so close together 
that it was not necessary for a traveler to carry food, that the climate was 
such that in August he had slept indoors under blankets. He, however, 
volunteered that the working adult male population had largely left the 
'Asir and was working in the Hijaz and for Aramco, so that agriculture wages 
were equivalent to those in the cities. 


Asked about Najran, Shaikh 'Abd Allah said there had already been 160 
wells drilled in the area and that its agricultural outlook was high. He felt 
the Qasim was satisfactory for agriculture but was limited by the sparse 
rainfall and ground water. He was not very familiar with the Eastern oases 
except for the Government's date packing plant in Hofuf. 


Tariki 


It is an interesting sidelight that after the talk had again been 
concerned with the Foundation, national planning, etc. for about an hour, 
Shaikh 'Abd Allah quietly rose and handed an envelope to Shaikh Ahmad. He 
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opened it and studied its four closely typewritten pages with care. 
Apparently wishing to avoid embarrassing his guests at this interruption 

in our conversation, he explained to Mr. Hill that this was a reply to 

Shaikh Abdullah's remarks to the press. Thereafter, in an exchange of 

Arabic with Shaikh 'Abd Allah, it was clear that he concurred with the 
memorandum and they agreed to take the matter up with the Council of Ministers 
the following day. 


Literature 


Mr. Hill was interested in finding out from Shaikh Ahmad how familiar 
the latter was with the literature on national planning and economic develop- 
ment. He learned that Shaikh Ahmad was very familiar with the "Report of the 
Pakistan Technical Survey Mission to Saudi Arabia", 195), and with the 
"Report by the Committee of German Experts on the Possibilities for Economic 
Development in Saudi Arabia", 1956. He found that Shaikh Ahmad had not 
heard of "The Economic Development of Jordan"and "The Economic Development 
of Syria", both published by the International Bank for Reconstruction & 
Development, and promised to supply them. Mr. Hill mentioned the various 
committeeswhich have been working in the United States on the use of private 
enterprise and, similarly, found that Shaikh Ahmad was not familiar with 
these. . 


Climate 


Mr. Hill had had in mind at appropriate times during the conversations 
to feel out Shaikh Ahmad on the question of a favorable climate for the 
encouragement of private industry and foreign capital. Mr. Hill referred to 
the viewpoint that a favorable climate, or at least the removal of definite 
decentives, would do more for economic development than any other technique 
and at the least cost. By a favorable climate he was not necessarily talking 
about favoritism to new industry in terms of taxes, customs, free land, 
monopoly grants, or other privileges, although some of these have their 
place. He was, rather, speaking of. such matters as equal treatment, ease of 
obtaining permission to start, reasonableness in obtaining visas for teéhnicians, 
promptness in customs clearances, and ability to transfer profits to investors. 


Shaikh Ahmad rather fully understands this point of view and its 
importance. He referred with pride to his own work on the "Regulation for 
the Investment of Foreign Capital". (This appeared in Umm al-Qura #1668 of 
2 Dhu al~-Qa'dah 1376 and is available in a Local Government Relations 
translation dated 15 June 1957. A printed English copy of this regulation 
entitled "Investment of Foreign Capital Ordinance, Kingdom of Saudi Arabia, 
Ministry of Commerce", 1957, is widely available for one riyal.) This 
regulation details how foreign commercial, industrial, or agricultural 
institutions proceed tn order to become established in the Kingdom and sets 
up agencies to deal with them, including an Inter-Governmental Committee in 
the Ministry of Commerce. A number of the provisions appear to be restrictive, 
as Shaikh Ahmad pointed out, particularly the one requiring 51% Saudi owner- 
ship, although he indicated that there was a provision for exceptions to 
this, administrable by the above-mentioned committee. 
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Shaikh Ahmad was particularly proud of the provisions for the transfer 
abroad of profits and of capital, which, for example, provided for annual 
profits up to 20% of the investment to be transferred abroad in the same 
currency as the original investment, for withdrawal of 30% of the total capital 
after three years, and for 100% of the total capital after eight years. 


Cement 


Shaikh Ahmed talked a lot about his cement plant in Jiddah. He 
omitted, however, to mention the report that it was closed down. He also 
did not refer to the story that he was being priced out of the market by 
the Egyptians and that the company was endeavoring to get customs protection 
from the Saudi Government. He did dwell, however, at great length on the 
problem of acquiring additional capital. This subject came up when Mr. Hill 
was asked how the Foundation would deal with the problem of getting additional 
capital once the original capital had been subscribed. It took Mr. Hill 
more than a quarter of an hour to find out that what the cement promoters had 
done was to ask for only about half of the capital that they knew was needed 
for the enterprise. Moreover, a number of people who had "subscribed" had 
failed to pony up.e Hence, the original promoters, who had expected to put 
up, for example, half of the money and at a later time to obtain the other 
half from persons unknown, were unable to accomplish this. 


Once having found the way through the above tangle, Mr. Hill answered 
Shaikh Ahmad's question by saying that in promoting an industry, the Foundation 
would see that careful computations were made on the amount of capital 
required and that a venture would not be undertaken until the capital had 
been found. He went on to say that, of course, it was always possible to have 
an underestimate for technical reasons or because of events happening in the 
world beyond anyone's control, such as currency fluctuations, embargoes, 
etce, which would have to be made up by investors, should they occur. The 


Foundation, as an investor, would endeavor to keep a kitty of money for such 
events. 


Shaikh Ahmad appeared impressed by the point of having your capital 
before you start your project. He contrasted this by saying that the Arab 
way was to go ahead and trust in the generosity of God. 


Mr. Hill, at an interlude earlier in the meeting, congratulated Shaikh 
Ahmad on his new appointment as Chairman of the EDC and congratulated the 
Government on having available such a man for this purpose and for its wisdom 
in having a committee of Saudis consisting of the dynamos in the various 
ministries to spearhead the planning for the development of the Kingdom. He 
also extended condolences because of the magnitude of the job and of the very 
great difficulties which the new Chairman and the new Committee were bound to 
have because of their dependence on others for funds and for the difficulties 
(as well as the benefits) which come from the necessity of looking for 


voluntary cooperation rather than having authority and money when a big job 
has been assigned 


Where We 
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Where We Stand 


After this we sharpened up the question of where we stood with reference 
to the Foundation. As a result of a good deal of conversational exchange, the 
matter was summarized as follows: 


1) Tariki had received Aramco's proposal and had endorsed it. 


2) The matter had then been referred through ibn 'Adwan to the 
Amir Faisal, the Council of Ministers, and thence to the old EDC 
under Anwar Ali, which had made alternative suggestions. 


3) After hearing the Aramco story, Shaikh Ahmad felt that the idea 
was good and that it should be done. 


4) The next step, therefore, was for him to talk with Anwar Ali, 
which he would do when he went to Jiddah before the Hajj. He would 
either advise Mr. M. D. Carter of the outcome cr would ask for Mr. Hill 
to come to Jiddah. 


5) He had no objection if Mr. Hill wanted to talk with any member 
of the old Committee, including Anwar Ali; but it was not necessary at 
this time as the Committee would not meet formally. Mr. Rajayi al- 
Husaini had gone to Lebanon for an extended period. Mr. Anwar Ali was 
in Jiddah. c. 'Abd al-'Aziz ‘Azzam was going to Cairo. There was only 
one member of the Committee left in Riyadh, Mr. Khalid Budhu, who was 
busy with his regular duties. Thus, Mr. Hill need not do anything until 
he had further word from Shaikh Ahmad. 


6) The new Committee would not meet until after the Hajj. 


7) He realized that Mr. Hill was anxious to get an answer from the 
Government and that Mr. Hill had people pepped up and interested in the 
Foundation and that their interest would flag if month after month 
dragged by. 


As a matter of interest, the plans of the Government were that it would 
start to move to Jiddah next week and that after the Hajj it would move to 
Taif for 10 to 13 weeks, so that very little, if anything, could be expected 
during all this period. 


Shaikh Ahmad wagfrovided with 12 copies of the proposal for the 
signe charter, and method of operation in English and Arabic (each 
3 Pages je 


At the end of the discussion, Mr, Hill offered to Shaikh Ahmad the 
technical assistance of Aramco, vhich)Shaikh Ahmad accepted as a “very generous 
offer". 
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Conclusion 


In spite of the definite statement from Shaikh Ahmad that the idea of 
the Foundation was a good one, that it should be brought into being, and 
that it need not go further to a committee, Messrs. Mueller and Hill carried 
away the same impression, which was that while we felt that Shaikh Ahmad 
was sincere and that he had changed his viewpoint considerably during the 
long interchanges, which are highlighted above, he might fiind Anwar Ali 
persuasive and it would be quite easy for him to revert to a position which 
involved "partnership" with the Government and an effort to obtain greater 
and broader contribution from Aramco but less Aramco control over its own 
moneys The next day this viewpoint was strengthened as a result of 
conversations with Shaikh 'Abd Allah ibn 'Adwan and Dr. ‘Abd al-'Aziz ‘Assam, 
which see. 


A. C. C. HILL 
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